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CAUCASUS AUTOMOTIVE LLC

STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION AND APPROVAL OF
THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2022

Management is responsible for the preparation of the financial statements that present fairly the financial position of
Caucasus Automotive LLC (the “Company”) as of 31 December 2022 and the results of its operations, changes in equity
and cash flows for the year ended 31 December 2022, in compliance with International Financial Reporting Standards
(“IFRS”).

In preparing the financial statements, management is responsible for:

Properly selecting and applying accounting policies;

Presenting information, including accounting policies, in a manner that provides relevant, reliable, comparable
and understandable information;

Providing additional disclosures when compliance with the specific requirements in IFRS are insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the Company's
financial position and financial performance;

Making an assessment of the Company's ability to continue as a going concern.

Management is also responsible for:

Designing, implementing and maintaining an effective and sound system of internal controls, throughout the
Company;

Maintaining adequate accounting records that are sufficient to show and explain the Company's transactions
and disclose with reasonable accuracy at any time the financial position of the Company, and which enable
them to ensure that the financial statements of the Company comply with IFRS;

Maintaining statutory accounting records in compliance with Georgian legislation and IFRS;

Taking such steps as are reasonably available to them to safeguard the assets of the Company; and
Detecting and preventing fraud and other irregularities.

The financial statements of the Company for the year ended 31 December 2022 were approved by management on 21
November 2023.

On behalf of Management:

yW’/{/{ 2: 9annl J
N A
M / Giorgi Gvilava

Director

Head of finance




CAUCASUS AUTOMOTIVE LLC
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THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2022

Management is responsible for the preparation of the financial statements that present fairly the financial position of
Caucasus Automotive LLC (the “Company”) as of 31 December 2022 and the results of its operations, changes in equity
and cash flows for the year ended 31 December 2022, in compliance with International Financial Reporting Standards
(“IFRS”).

In preparing the financial statements, management is responsible for:

e  Properly selecting and applying accounting policies;

e Presenting information, including accounting policies, in a manner that provides relevant, reliable, comparable
and understandable information;

e Providing additional disclosures when compliance with the specific requirements in IFRS are insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the Company's
financial position and financial performance;

e Making an assessment of the Company's ability to continue as a going concern.

Management is also responsible for:

¢ Designing, implementing and maintaining an effective and sound system of internal controls, throughout the
Company;

e Maintaining adequate accounting records that are sufficient to show and explain the Company's transactions
and disclose with reasonable accuracy at any time the financial position of the Company, and which enable
them to ensure that the financial statements of the Company comply with IFRS;

e Maintaining statutory accounting records in compliance with Georgian legislation and IFRS;

e Taking such steps as are reasonably available to them to safeguard the assets of the Company; and

e Detecting and preventing fraud and other irregularities.

The financial statements of the Company for the year ended 31 December 2022 were approved by management on 21
November 2023.

On behalf of Management:

Grigol Kokhreidze Giorgi Gvilava
Director Head of finance
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INDEPENDENT AUDITOR’S REPORT
To the Shareholder and the management of Caucasus Automotive LLC
Opinion

We have audited the financial statements of Caucasus Automotive LLC (the “Company”), which comprise

the statement of financial position as at 31 December 2022, the statement of profit or loss and other comprehensive
income, statement of changes in equity and statement of cash flows for the year then ended, and notes to

the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Company as at 31 December 2022, and its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (“IFRS”).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section
of our report. We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (the “IESBA Code”) and we have fulfilled our ethical
responsibilities in accordance the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Emphasis of Matter

As described in Note 20 to the financial statements, 56% of the Company’s sales for the year ended 31 December
2022 were to related parties. Our opinion is not modified in respect of this matter.

Other Information

Other information consists of the information included in Management Report of the Company, other than the financial
statements and our auditor’s report thereon. Management is responsible for the other information. The Management
Report of the Company is expected to be made available to us after the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we will not express any form of
assurance conclusion thereon in our report on the audit of the financial statements.

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above when it becomes available and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
If, based on the work we performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact.

Other Matter

Comparative financial information as of 1 January 2021 and for the year ended 31 December 2021 in these financial
statements is unaudited.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities (collectively, the “Deloitte organization”).
DTTL (also referred to as “Deloitte Global”) and each of its member firms and related entities are legally separate and independent entities, which cannot obligate or bind each other
in respect of third parties. DTTL and each DTTL member firm and related entity is liable only for its own acts and omissions, and not those of each other. DTTL does not provide
services to clients. Please see www.deloitte.com/about to learn more.

© 2023 Deloitte & Touche LLC. All rights reserved.
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Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
IFRSs, and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

Shota Nanitashvili (Reg# SARAS-A-957146)
on behalf of Deloitte and Touche LLC (Reg# SARAS-F-107265)

) . . . n -
//t/c‘/%%t o /C/‘UL he
21 November 2023
Thilisi, Georgia
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CAUCASUS AUTOMOTIVE LLC
Statement of financial position

As at 31 December 2022

(Amounts in thousands of Georgian Lari)

' 1 January
31 December 31 December 2021
Note 2021 (unaudited)
ASSETS
Non-current assets
Property, plant and equipment 29 34 106
Right-of-use assets 28 47 -
Total non-current assets 57 81 106
Current assets
Inventories 6 4,675 3,323 3.523
Trade and other receivables 7 5,038 3,357 5914
Prepayments 27 8 11
Tax assets 212 - -
Loans issued 11 6,492 8,041 917
Cash and cash equivalents 8 442 311 903
Total current assets 16,886 15,040 11,268
TOTAL ASSETS 16,943 15,121 11,374
EQUITY
Charter capital 15 15 15
Retained earnings 2,371 2,686 630
TOTAL EQUITY 2,386 2,701 645
LIABILITIES
Non-current liabilities
Lease liabilitics 10 29 =
Total non-current liabilities 10 29 -
Current liabilities
Borrowings 9 1,180 5,863 6,705
Lease liabilities 19 20 =
Trade and other payables 10 10,825 5,727 3,544
Financial guarantee contracts 17 1,055 - =
Tax payables, other than income tax - 51 48
Contract liabilities 12 1,468 730 432
Total current liabilities 14,547 12,391 10,729
TOTAL LIABILITIES 14,557 12,420 10,729
TOTAL EQUITY AND LIABILITIES 16,943 15,121 11,374
Approved for issue and signed on 21 Noveniber 2023
2 22/NJSN L
(# S & LA i 4
rigol Kokhreidze Giorgi Gvilava
Director Head of finance

The accompanying notes on pages 8 to 29 are an integral part of these financial statements.




CAUCASUS AUTOMOTIVE LLC
Statement of financial position

As at 31 December 2022

(Amounts in thousands of Georgian Lari)

31 December

31 December

1 January
2021

Note 2021 (unaudited)
ASSETS
Non-current assets
Property, plant and equipment 29 34 106
Right-of-use assets 28 47 —
Total non-current assets 57 81 106
Current assets
Inventories 6 4,675 3,323 3,523
Trade and other receivables 7 5,038 3,357 5,914
Prepayments 27 8 11
Tax assets 212 - -
Loans issued 11 6,492 8,041 917
Cash and cash equivalents 8 442 311 903
Total current assets 16,886 15,040 11,268
TOTAL ASSETS 16,943 15,121 11,374
EQUITY
Charter capital 15 15 15
Retained earnings 2,371 2,686 630
TOTAL EQUITY 2,386 2,701 645
LIABILITIES
Non-current liabilities
Lease liabilities 10 29 —
Total non-current liabilities 10 29 -
Current liabilities
Borrowings 9 1,180 5,863 6,705
Lease liabilities 19 20 -
Trade and other payables 10 10,825 5,727 3,544
Financial guarantee contracts 17 1,055 - -
Tax payables, other than income tax - 51 48
Contract liabilities 12 1,468 730 432
Total current liabilities 14,547 12,391 10,729
TOTAL LIABILITIES 14,557 12,420 10,729
TOTAL EQUITY AND LIABILITIES 16,943 15,121 11,374

Approved for issue and signed on 21 November 2023

Grigol Kokhreidze
Director

Giorgi Gvilava

Head of finance

The accompanying notes on pages 8 to 29 are an integral part of these financial statements.



CAUCASUS AUTOMOTIVE LLC

Statement of profit or loss and other comprehensive income
For the year ended 31 December 2022

(Amounts in thousands of Georgian Lari)

2021
Note 2022 (unaudited)
Revenue from contracts with customers 12 32,138 24,348
Cost of sales 13 (27,684) (20,616)
Gross profit 4,454 3,732
General and administrative expenses 14 (909) (1,046)
Selling and distribution expenses (311) (151)
Other operating income 303 64
Other operating expenses (421) (30)
Operating profit 3,116 2,569
Finance income 15 1,551 583
Finance costs 15 (912) (724)
Profit before income tax 3,755 2,428
Income tax expense (45) (56)
Profit for the year 3,710 2,372
Other comprehensive income = =
Total comprehensive income 3,710 2,372
Approved for issue and signed on 21 November 2023
4 - M 2: 22An)2 /
o Koeae org Guievs
rigol Koifireidze

Director

Giorgi Gvilava
Head of finance

The accompanying notes on pages 8 to 29 are an integral part of these financial statements.




CAUCASUS AUTOMOTIVE LLC

Statement of profit or loss and other comprehensive income
For the year ended 31 December 2022

(Amounts in thousands of Georgian Lari)

2021
Note 2022 (unaudited)
Revenue from contracts with customers 12 32,138 24,348
Cost of sales 13 (27,684) (20,616)
Gross profit 4,454 3,732
General and administrative expenses 14 (909) (1,046)
Selling and distribution expenses (311) (152)
Other operating income 303 64
Other operating expenses (421) (30)
Operating profit 3,116 2,569
Finance income 15 1,551 583
Finance costs 15 (912) (724)
Profit before income tax 3,755 2,428
Income tax expense (45) (56)
Profit for the year 3,710 2,372
Other comprehensive income - -
Total comprehensive income 3,710 2,372

Approved for issue and signed on 21 November 2023

Grigol Kokhreidze
Director

Giorgi Gvilava
Head of finance

The accompanying notes on pages 8 to 29 are an integral part of these financial statements.



CAUCASUS AUTOMOTIVE LLC
Statement of changes in equity

For the year ended 31 December 2022
(Amounts in thousands of Georgian Lari)

Charter capital Retained earnings Total equity
Balance at 1 January 2021 (unaudited) 15 630 645
Profit for the year (unaudited) - 2,372 2,372
Total comprehensive income for the year (unaudited) - 2,372 2,372
Dividends declared (Note 16) (unaudited) - (316) (316)
Balance at 31 December 2021 15 2,686 2,701
Profit for the year - 3,710 3,710
Total comprehensive income for the year - 3,710 3,710
Fx(rr\::::allf)uaramees issued to the Parent and its subsidiaries B (1,072) 1,072)
Dividends declared (Note 16) - (2,953) (2,953)
Balance at 31 December 2022 15 23N 2,386
Approved for issue and signed on 21 November 2023
2: 223aNn052 /
o IJg v J
tigol KokhreidZ€ Giorgi Gvilava

Director

Head of finance

The accompanying notes on pages 8 to 29 are an integral part of these financial statements.




CAUCASUS AUTOMOTIVE LLC
Statement of changes in equity

For the year ended 31 December 2022
(Amounts in thousands of Georgian Lari)

Charter capital Retained earnings Total equity

Balance at 1 January 2021 (unaudited) 15 630 645
Profit for the year (unaudited) — 2,372 2,372
Total comprehensive income for the year (unaudited) - 2,372 2,372
Dividends declared (Note 16) (unaudited) — (316) (316)
Balance at 31 December 2021 15 2,686 2,701
Profit for the year - 3,710 3,710
Total comprehensive income for the year - 3,710 3,710
Financial guarantees issued to the Parent and its subsidiaries

(Note 17) - (1,072) (1,072)
Dividends declared (Note 16) — (2,953) (2,953)
Balance at 31 December 2022 15 2,371 2,386

Approved for issue and signed on 21 November 2023

Grigol Kokhreidze
Director

Giorgi Gvilava
Head of finance

The accompanying notes on pages 8 to 29 are an integral part of these financial statements.



CAUCASUS AUTOMOTIVE LLC
Statement of cash flows

For the year ended 31 December 2022
(Amounts in thousands of Georgian Lari)

2021
Note 2022 (unaudited)
Cash flows from operating activities
Profit before income tax 3,755 2,428
Adjustments for:
Depreciation of property, plant and equipment and right-of-use assets 14 30 25
Gain from remeasurement of financial guarantee 15 (17) »
Provision for expected credit losses for trade and other receivables it 40 >
Provision for expected credit losses on issued loans 11 349 -
Interest income 15 (851) (323)
Interest expense 15 882 710
Foreign exchange gain, net 15 (683) (260)
Operating cash flows before working capital changes 3,505 2,580
Changes in trade receivables (2,764) 3,432
Changes in tax assets and liabilities, other than income tax (263) 3
Changes in prepayments (19) 3
Changes in inventories (1,352) 200
Changes in trade and other payables 3,885 1,327
Changes in contract liabilities 1,088 439
Changes in working capital 575 5,404
Income tax paid (45) (56)
Net cash from operating activities 4,035 7,928
Cash flows from investing activities
Purchase of property, plant and equipment (8) (1))
Proceeds from sale of property, plant and equipment 2 87
Loans issued 11 (4,072) (12,806)
Repayment of loans issued 11 4,487 5,504
Interest received 11 554 127
Net cash from/(used in) investing activities 963 (7,119)
Cash flows from financing activities
Payment of principal portion of lease liabilities (15) (6)
Repayment of interest on lease liabilities (4) (2)
Proceeds from borrowings 9 6,116 3,320
Repayment of borrowings 9 (9,583) (3,299)
Interest paid 9 (888) (715)
Dividends paid 16 (253) (316)
Net cash used in financing activities (4,627) (1,018)
Effect of exchange rate changes on cash and cash equivalents (240) (383)
Net increase/(decrease) in cash and cash equivalents 131 (592)
Cash and cash equivalents at the beginning of the year 8 311 903
Cash and cash equivalents at the end of the year 8 442 311
Approved for issue and signed on 21 November 2023
7%// 7 2:.3%2n.a)9 4
g4 § T

@ dhreidze/

Director

Giorgi Gvilava
Head of finance

The accompanying notes on pages 8 to 29 are an integral part of these financial statements.




CAUCASUS AUTOMOTIVE LLC
Statement of cash flows

For the year ended 31 December 2022
(Amounts in thousands of Georgian Lari)

2021
Note 2022 (unaudited)

Cash flows from operating activities

Profit before income tax 3,755 2,428
Adjustments for:

Depreciation of property, plant and equipment and right-of-use assets 14 30 25
Gain from remeasurement of financial guarantee 15 a7 -
Provision for expected credit losses for trade and other receivables 7 40 -
Provision for expected credit losses on issued loans 11 349 -
Interest income 15 (851) (323)
Interest expense 15 882 710
Foreign exchange gain, net 15 (683) (260)
Operating cash flows before working capital changes 3,505 2,580
Changes in trade receivables (2,764) 3,432
Changes in tax assets and liabilities, other than income tax (263) 3
Changes in prepayments (19) 3
Changes in inventories (1,352) 200
Changes in trade and other payables 3,885 1,327
Changes in contract liabilities 1,088 439
Changes in working capital 575 5,404
Income tax paid (45) (56)
Net cash from operating activities 4,035 7,928
Cash flows from investing activities

Purchase of property, plant and equipment (8) (32)
Proceeds from sale of property, plant and equipment 2 87
Loans issued 11 (4,072) (12,806)
Repayment of loans issued 11 4,487 5,504
Interest received 11 554 127
Net cash from/(used in) investing activities 963 (7,119)
Cash flows from financing activities

Payment of principal portion of lease liabilities (15) (6)
Repayment of interest on lease liabilities (4) )
Proceeds from borrowings 9 6,116 3,320
Repayment of borrowings 9 (9,583) (3,299)
Interest paid 9 (888) (715)
Dividends paid 16 (253) (316)
Net cash used in financing activities (4,627) (1,018)
Effect of exchange rate changes on cash and cash equivalents (240) (383)
Net increase/(decrease) in cash and cash equivalents 131 (592)
Cash and cash equivalents at the beginning of the year 8 311 903
Cash and cash equivalents at the end of the year 8 442 311

Approved for issue and signed on 21 November 2023

Grigol Kokhreidze
Director

Giorgi Gvilava
Head of finance

The accompanying notes on pages 8 to 29 are an integral part of these financial statements.



CAUCASUS AUTOMOTIVE LLC
Notes to financial statements
(Amounts in thousands of Georgian Lari)

1. Caucasus Automotive LLC

Caucasus Automotive LLC (the “Company”), identification number 405302836, was incorporated on 16 November 2018
and is domiciled in Georgia. The Company is a limited liability company in accordance with the Georgian law. The
Company’s registered address is Petre Kavtaradze Street #68, 0186, Thilisi, Georgia.

Shareholder structure of the Company is:

31 December 31 December 1 January
Shareholders 2022 2021 2021
Tegeta Motors LLC 100% 0% 0%
Lia Tsakadze (citizen of Georgia) 0% 90% 90%
Shota Mshvildadze (citizen of Georgia) 0% 5% 5%
Petre Tsakadze (citizen of Georgia) 0% 5% 5%

In 2022 Tegeta Motors LLC (the “Parent”) acquired 100% of the voting shares of Caucasus Automotive LLC.

The ultimate controlling party of the Company as of 31 December 2022 and 2021 and as of 1 January 2021 is Mr. Temur
Kokhodze, citizen of Georgia.

Caucasus Automotove LLC is an authorized importer of Volvo brand cars in Georgia and is in a contractual relationship
with the dealer.

2. Summary of significant accounting policies
(a) Basis of preparation

The financial statements of the Company have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as issued by the International Accounting Standards Board (IASB).

The financial statement have been prepared on a historical cost basis, except for financial assets and financial liabilities
that are measured at fair value at initial recognition. The financial statements are presented in Georgian Lari (GEL) and
all values are rounded to the nearest thousand, except when otherwise indicated.

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies
have been consistently applied to all the periods presented, except for application of new and amended standards discussed
in Note 3 below.

(b) Statement of compliance

These separate financial statements are the Company's first annual financial information that fully comply with
International Financial Reporting Standards. The Company's IFRS transition date is 1 January 2021. Subject to certain
exceptions, IFRS 1 requires retrospective application of the version of standards and interpretations effective for the year
ended 31 December 2022. This version was applied in preparing the opening IFRS statement of financial position at 1
January 2021 and in subsequent periods up to the end of the IFRS reporting period.

(c) Revenue from contracts with customers
Revenue from sale of goods and rendered services

Revenue from sale of goods is recognised at a point in time when control of the goods is transferred to the customer,
generally when the goods are handed over to the customers. The normal credit terms are 30 to 90 days upon transfer of
the goods. Revenue is recorded at an amount that reflects the consideration to which the Company expects to be entitled
in exchange for those goods. The Company determines whether it is a principal or an agent in these transactions by
evaluating the nature of its promise to the customer. The Company is a principal and records revenue on a gross basis if
it controls the promised goods before transferring them to the customer. The Company has generally concluded that it is
the principal in its revenue arrangements, except for the agency services, because it typically controls the goods before
transferring them to the customer.




CAUCASUS AUTOMOTIVE LLC
Notes to financial statements
(Amounts in thousands of Georgian Lari)

2. Summary of significant accounting policies (continued)
(¢)  Revenue from contracts with customers (continued)

Revenue from rendered services is recognised over time, using an input method to measure progress towards complete
satisfaction of the service, because the customer simultaneously receives and consumes the benefits provided by the
Company.

The Company considers whether there are other promises in the contract that are separate performance obligations to
which a portion of the transaction price needs to be allocated (e.g. warranties). In determining transaction price for the
sale of goods and rendering services the Company considers effects of variable consideration, if any.

() Variable consideration — right of return

Certain contracts provide a customer with a right to return the goods within a specified period. A refund liability is
recognised for the goods that are expected to be returned (i.e., the amount not included in the transaction price). A right
of return asset (and corresponding adjustment to cost of sales) is also recognised for the right to recover the goods from
the customer included under inventories in the financial statements.

(ii)  Warranty obligation

The Company typically provides warranties for general repairs of defects or replacement of defected item(s) to provide
assurance that the sold products comply with agreed-upon specifications. These assurance type warranties are accounted
for under IAS 37 Provisions, Contingent Liabilities and Contingent Assets.

Contract balances

Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to the customer. If the Company
performs by transferring goods or services to a customer before the customer pays consideration or before payment is
due, a contract asset is recognised for the earned consideration that is conditional. The Company does not have contract
assets.

Trade receivables

A receivable represents the Company’s right to an amount of consideration that is unconditional (i.e. only the passage of
time is required before payment of the consideration is due).

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Company has received
consideration (or an amount of consideration is due) from the customer. If a customer pays consideration before the
Company transfers goods or services to the customer, a contract liability is recognised when the payment is made or the
payment is due (whichever is earlier). Contract liabilities are recognised as revenue when the Company performs
obligations under the contract.

(d) Finance income and costs

Company’s finance income include:

> Interest income;
> The foreign currency gain on financial assets and financial liabilities;
> Income from remeasurement of financial guarantee;

The Company’s finance costs include:

> Interest expense;
> Interest expenses on lease liabilities;
> Other finance costs.




CAUCASUS AUTOMOTIVE LLC
Notes to financial statements
(Amounts in thousands of Georgian Lari)

2. Summary of significant accounting policies (continued)
(d)  Finance income and costs (continued)
Interest income or expense is recognized using the effective interest method.

Foreign currency gains and losses are reported on a net basis as either finance income or finance costs depending on
whether foreign currency movements are in a net gain or net loss position.

Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset are
recognized in profit or loss using the effective interest method.

(e) Foreign currency
The financial statements are presented in GEL, which is also the parent Company’s functional currency.
Foreign currency transactions and balances

Transactions in foreign currencies are initially recorded by the Company at its respective functional currency spot rates
at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot rates of
exchange at the reporting date.

Differences arising on settlement or translation of monetary items are recognized in profit or loss with the exception of
monetary items that are designated as part of the hedge of the Company’s net investment of a foreign operation. These
are recognised in other comprehensive income until the net investment is disposed of, at which time, the cumulative
amount is reclassified to profit or loss. Tax charges and credits attributable to exchange differences on those monetary
items are also recorded in other comprehensive income.

Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when
the fair value is determined. The gain or loss arising on translation of non-monetary items measured at fair value is treated
in line with the recognition of the gain or loss on the change in fair value of the item. Non-monetary items in a foreign
currency that are measured based on historical cost are translated using the exchange rate at the date of the transaction.

In determining the spot exchange rate to use on initial recognition of the related assets, expense or income (or part of it)
on the derecognition of a non-monetary asset or non-monetary asset or non-monetary liability relating to advance
consideration, the date of the transaction is the date on which the Company initially recognises the hon-monetary asset or
non-monetary liability arising from the advance consideration. If there are multiple payments or receipts in advance, the
Company determines the transaction date for each payment or receipt of advance consideration.

(f) Tax
Current income tax

The annual profit earned by entities other than banks, insurance companies and microfinance organizations is not taxed
in Georgia starting from 1 January 2017. Corporate income tax on distributed earnings is levied on profit distributed as
dividends to the shareholders that are individuals or non-residents of Georgia at the rate of 15/85 of net distribution. The
corporate income tax arising from the payment of dividends is accounted for as a liability and expense in the period in
which dividends are declared, regardless of the actual payment date or the period for which the dividends are paid. In
certain circumstances, deductions from income tax charge payable are available that are accounted as reduction of income

tax expense related to respective distribution. Due to the nature of the Georgian taxation system, no deferred tax assets
and liabilities arise for the entities registered in Georgia. Withholding tax payable in respect of dividend distribution to
the shareholders of the Company is recognized as deduction from equity in the statement of changes in equity.

Georgian tax legislation also provides for charging corporate income tax on certain transactions that are considered as
profit distributions (for example, transactions at non-market prices, non-business related expenses or supply of goods and
services free of charge). Taxation of such transactions is accounted similar to operating taxes and is reported as Taxes,
other than income tax within general and administrative expenses in profit and loss.

10



CAUCASUS AUTOMOTIVE LLC
Notes to financial statements
(Amounts in thousands of Georgian Lari)

2. Summary of significant accounting policies (continued)
f Tax (continued)

Value added tax (“VAT”)

Revenues, expenses and assets are recognised net of the amount of sales tax, except:

> When the sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in
which case, the sales tax is recognised as part of the cost of acquisition of the asset or as part of the expense item,
as applicable;

> When receivables and payables are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of taxes payable,
other than income tax or prepaid taxes, other than income tax, that are presented on net basis in the statement of financial
position.

Net presentation of tax assets and liabilities

Starting from 1 January 2016 changes were introduced in Georgian legislation on the rules of tax settlement. Based on
new rules, Revenue Service of Georgia monitors taxpayers’ net indebtedness towards to the State by introducing a
consolidated accounts of taxpayer. Therefore, the Company presents assets and liabilities related to all taxes payables or
receivables on a net basis.

(g) Current versus non-current classification

The Company presents assets and liabilities in the statement of financial position based on current/non-current
classification. An asset is current when it is:

> Expected to be realised or intended to sold or consumed in normal operating cycle;

> Held primarily for the purpose of trading;

> Expected to be realised within twelve months after the reporting period; or

> Cash or bank balances unless restricted from being exchanged or used to settle a liability for at least twelve months
after the reporting period.

All other assets are classified as non-current.

A liability is current when:

> It is expected to be settled in normal operating cycle;

> It is held primarily for the purpose of trading;

> It is due to be settled within twelve months after the reporting period; or

> There is no unconditional right to defer the settlement of the liability for at least twelve months after the

reporting period.
The Company classifies all other liabilities as non-current.
(h) Inventories
Inventories are valued at the lower of cost and net realizable value. Net realizable value is the estimated selling price in
the ordinary course of business, less the estimated selling expenses. The cost of spare parts and other inventories is

determined on the weighted average cost basis and includes expenditure incurred in acquiring the inventories and bringing
them to their existing location and condition. The cost of vehicles is determined on the specific identification basis.

11



CAUCASUS AUTOMOTIVE LLC
Notes to financial statements
(Amounts in thousands of Georgian Lari)

2. Summary of significant accounting policies (continued)
(i) Property, plant and equipment
Recognition and measurement

Property, plant and equipment is stated at cost, net of accumulated depreciation and impairment losses, if any.
Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed assets
includes the cost of materials and direct labour, any other costs directly attributable to bringing the asset to a working
condition for their intended use, the costs of dismantling and removing the items and restoring the site on which they are
located, and capitalised borrowing costs. Purchased software that is integral to the functionality of the related equipment
is capitalised as part of that equipment. Construction in progress is stated at cost, net of accumulated impairment losses,
if any.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate
items (major components) of property, plant and equipment and depreciated separately based on their specific useful
lives. Likewise, when a major inspection is performed, its cost is recognised in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognised
in the statement of profit and loss as incurred.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal
(i.e., at the date the recipient obtains control) or when no future economic benefits are expected from its use or disposal.
Any gain or loss on disposal of an item of property, plant and equipment is determined by comparing the proceeds from
disposal with the carrying amount of property, plant and equipment and is recognised net within other income / other
expenses in profit or loss.

Depreciation

Items of property, plant and equipment are depreciated from the date that they are installed and are ready for use, or in
respect of internally constructed assets, from the date that the asset is completed and is ready for use. Depreciation is
based on the cost of an asset less its estimated residual value.

Depreciation is generally recognised in profit or loss on a straight-line basis over the estimated useful lives of each part
of an item of property, plant and equipment, since this most closely reflects the expected pattern of consumption of the
future economic benefits embodied in the asset. Leased assets are depreciated over the shorter of the lease term and their
useful lives unless it is reasonably certain that the Company will obtain ownership by the end of the lease term.

The estimated useful lives of significant items of property, plant and equipment for the current and comparative periods
are as follows:

> Office fixtures, vehicles and others 3-5 years.

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the asset. All other

borrowing costs are expensed in the period in which they occur. Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of funds.

12



CAUCASUS AUTOMOTIVE LLC
Notes to financial statements
(Amounts in thousands of Georgian Lari)

2. Summary of significant accounting policies (continued)
(j) Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

(i) Financial assets
Initial recognition and measurement

Financial assets are classified at initial recognition, as subsequently measured at amortised cost, fair value through other
comprehensive income (OCI), and fair value through profit or loss. The Company determines the classification of its
financial assets at initial recognition.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Company’s business model for managing them. With the exception of trade receivables that do not
contain a significant financing component or for which the Company has applied the practical expedient, the Company
initially measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through profit or
loss, transaction costs. Trade receivables that do not contain a significant financing component or for which the Company
has applied the practical expedient are measured at the transaction price determined under IFRS 15 revenue from contracts
with customers.

In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it needs to give
rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount outstanding. This
assessment is referred to as the SPPI test and is performed at an instrument level. The Company’s business model for
managing financial assets refers to how it manages its financial assets in order to generate cash flows. The business model
determines whether cash flows will result from collecting contractual cash flows, selling the financial assets, or both.

All regular way purchases and sales of financial assets are recognised on the trade date i.e. the date that the Company
commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by regulation or convention in the marketplace.

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:

> Financial assets at amortised cost (debt instruments);
> Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt instruments);
> Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses upon

derecognition (equity instruments);
> Financial assets at fair value through profit or loss.
Financial assets at amortised cost (debt instruments)
This category is most relevant to the Company. The Company measures financial assets at amortised cost if both of the

following conditions are met:

> The financial asset is held within a business model with the objective to hold financial assets in order to collect
contractual cash flows; and

> The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and are subject to
impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or impaired.

The Company’s financial assets at amortised cost include trade receivables and loans issued as at 31 December 2022 and
2021 and 1 January 2021.

13



CAUCASUS AUTOMOTIVE LLC
Notes to financial statements
(Amounts in thousands of Georgian Lari)

2. Summary of significant accounting policies (continued)
()] Financial instruments (continued)
Impairment of financial assets

Further disclosures related to impairment of financial assets are also provided in the following notes:
> Significant accounting judgments, estimates and assumptions — Note 5;

> Trade receivables — Note 7;

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value
through profit or loss. The Company applies a simplified approach in calculating ECLs. Therefore, the Company does
not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date.

The Company has established a provision matrix that is based on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.

The Company considers a financial asset in default when contractual payments are 180 days past due. However, in certain
cases, the Company may also consider a financial asset to be in default when internal or external information indicates
that the Company is unlikely to receive the outstanding contractual amounts in full before taking into account any credit
enhancements held by the Company. A financial asset is written off when there is no reasonable expectation of recovering
the contractual cash flows. Subsequent recoveries of amounts previously written off decrease the charge for impairment
of financial assets in the profit or loss.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a Company of similar financial assets) is
primarily derecognised (i.e., removed from the Company’s statement of financial position) when:

> The rights to receive cash flows from the asset have expired; or

> The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and
either (a) the Company has transferred substantially all the risks and rewards of the asset, or (b) the Company has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of the asset, the
Company continues to recognise the transferred asset to the extent of its continuing involvement. In that case, the
Company also recognises an associated liability. The transferred asset and the associated liability are measured on a basis
that reflects the rights and obligations that the Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Company could be required to

repay.
(i) Financial liabilities
Initial recognition and subsequent measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans
and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of
directly attributable transaction costs.

The Company’s financial liabilities as at 31 December 2022 include trade and other payables, lease liabilities, borrowings
and financial guarantee contracts (31 December 2021: trade and other payables, borrowings and lease liabilities; 1 January
2021: trade and other payables and borrowings).
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CAUCASUS AUTOMOTIVE LLC
Notes to financial statements
(Amounts in thousands of Georgian Lari)

2. Summary of significant accounting policies (continued)

()] Financial instruments (continued)

Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:
Loans and borrowings

This is category most relevant to the Company. After initial recognition, borrowings are subsequently measured at
amortized cost using the EIR method. Gains and losses are recognised in profit or loss when the liabilities are derecognised
as well as though the EIR amortized process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or cost that are an
integral part of the EIR. The EIR amortisation is included as finance costs in the statement of profit or loss. This category
generally applies to borrowings.

Financial guarantee contracts

Financial guarantee contracts issued by the Company are those contracts that require a payment to be made to reimburse
the holder for a loss it incurs because the specified debtor fails to make a payment when due in accordance with the terms
of a debt instrument. Those financial guarantee contracts, are recognised initially as a liability at fair value, adjusted for
transaction costs that are directly attributable to the issuance of the guarantee. Subsequently, the liability is measured at
the higher of the best estimate of the expenditure required to settle the present obligation at the reporting date and the
amount recognised less cumulative amortisation. Under current financial guarantee contracts, the Company guarantees
performance of the Parent and entities under common control related to their loans towards the bank (Note 17).

Derecognition
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of
the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is
recognised in the income statement.

(iii) ~ Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position when there
is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

(k) Impairment of non-financial assets

The Company assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Company estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair value
less costs to sell and its value in use. Recoverable amount is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or Companys of assets. When the carrying
amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. In determining
fair value less costs to sell, recent market transactions are taken into account. If no such transactions can be identified, an
appropriate valuation model is used. These calculations are corroborated by valuation multiples, quoted share prices for
publicly traded companies or other available fair value indicators.
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2. Summary of significant accounting policies (continued)
(k) Impairment of non-financial assets (continued)

The Company bases its impairment calculation on detailed budgets and forecast calculations, which are prepared
separately for each of the Company’s CGUs to which the individual assets are allocated. These budgets and forecast
calculations generally cover a period of four years. For longer periods, a long-term growth rate is calculated and applied
to project future cash flows after the fifth year.

Impairment losses of continuing operations, including impairment on inventories, are recognised in the profit or loss in
expense categories consistent with the function of the impaired asset.

An assessment is made at each reporting date to determine whether there is an indication that previously recognised
impairment losses no longer exist or have decreased. If such indication exists, the Company estimates the asset’s or CGU’s
recoverable amount. A previously recognised impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount since the last impairment loss was recognised. The reversal
is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been recognised for the asset in prior years.
Such reversal is recognized in the statement of comprehensive income unless the asset is carried at revalued amount, in
which case, the reversal is treated as revaluation increase.

() Fair value measurement

The Company measures financial instruments at fair value less cost to sell at initial recognition. Fair value is the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. The fair value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either:

> In the principal market for the asset or liability;

> In the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible to by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing
the asset or liability, assuming that market participants act in their economic best interest.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable
inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within
the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

> Level 1 — quoted (unadjusted) market prices in active markets for identical assets or liabilities;

> Level 2 — valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable;

> Level 3 — valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company determines
whether transfers have occurred between levels in the hierarchy by re-assessing categorization (based on the lowest level
input that is significant to the fair value measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the basis of the
nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained above.
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2. Summary of significant accounting policies (continued)
(m) Charter capital

The amount of the Company’s charter capital is defined by the Company’s charter. The changes in the Company’s charter
shall be made only based on the decision of the Company’s owners. The charter capital is recognized by the Company to
the extent that it was contributed by the owners to the Company.

(n) Cash and short-term deposits

Cash and short-term deposits in the statement of financial position comprise cash at banks and on hand and short-term
deposits with a maturity of three months or less, which are subject to an insignificant risk of changes in value.

For the purpose of the statement of cash flows, cash and bank balances consist of cash and bank balances as defined
above, net of outstanding bank overdrafts as they are considered an integral part of the Company’s cash management.

(o) Provisions
General provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event, it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation. When the Company expects some or all of a provision to
be reimbursed, for example, under an insurance contract, the reimbursement is recognised as a separate asset, but only
when the reimbursement is virtually certain. The expense relating to a provision is presented in the profit or loss net of
any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects,
when appropriate, the risks specific to the liability. When discounting is used, the increase in the provision due to the
passage of time is recognised as a finance cost.

Warranty provisions and related asset

The Company provides warranties for general repairs and replacement of defected item(s) and for replacement of products
with non-conformity with manufacturer’s specifications. Provisions related to these assurance-type warranties are
recognized when the product is sold or the service is provided to the customer. Initial recognition is based on historical
experience. The initial estimate of warranty-related costs is revised annually.

The Company separately recognizes the warranty related asset to record its right for the warranty reimbursement from
the manufacturer, when the reimbursement is virtually certain.

(p) Leases
Determining whether an arrangement contains a lease

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys the
right to control the use of an identified asset for a period of time in exchange for consideration.

Company as a leesee
The Company applies a single recognition and measurement approach for all leases, except for short-term leases and
leases of low-value assets. The Company recognizes lease liabilities to make lease payments and right-of-use assets

representing the right to use the underlying assets.

The Company leases office, warehouse and parking areas, showroom spaces, office equipment and vehicles. Rental
contracts are typically made for fixed periods from 1 to 3 years.
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2. Summary of significant accounting policies (continued)
(p)  Leases (continued)
(i) Right-of-use assets

The Company recognizes right-of-use assets at the commencement date of the lease. The right-of-use asset is initially
measured at cost, and subsequently at cost less any accumulated depreciation and impairment losses, and adjusted for
certain remeasurements of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities
recognized, initial direct costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease term and the
estimated useful lives of the assets, as follows:

> Land, buildings and office equipment 1 to 3 years;

> Vehicles - 1 year.

If ownership of the leased asset transfers to the Company at the end of the lease term or the cost reflects the exercise of a
purchase option, depreciation is calculated using the estimated useful life of the asset. Right of use assets are subject to
impairment. Refer to the accounting policies in section (k) impairment of non-financial assets.

(i)  Lease liabilities

At the commencement date of the lease, the Company recognizes lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees. The lease payments also include the exercise price of a purchase
option reasonably certain to be exercised by the Company and payments of penalties for terminating the lease, if the lease
term reflects the Company exercising the option to terminate.

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the lease is not readily determinable. After the commencement
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments
made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease
term, a change in the lease payments (e.g., changes to future payments resulting from a change in an index or rate used to
determine such lease payments) or a change in the assessment of an option to purchase the underlying asset.

Both, the right-of-use assets as well as lease liabilities have been presented as a separate line items in the statement of
financial position.

(iii) ~ Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of buildings, office fixtures and
vehicles (i.e., those leases that have a lease term of 12 months or less from the commencement date and do not contain a
purchase option). It also applies the lease of low-value assets recognition exemption to leases of office equipment that are
considered to be low value. Lease payments on short-term leases and leases of low value assets are recognised as expense
on a straight-line basis over the lease term.
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3. Changes in accounting policies and disclosures
(8  New and amended standards and interpretations

The Company has not early adopted any other standard, interpretation or amendment that has been issued but is not yet
effective.

The following new or amended standards and interpretations became effective on 1 January 2022, but did not have
significant impact on the Company’s financial statements:

> Amendments to IFRS 3 - Reference to the Conceptual Framework

> Amendments to 1AS 16 Leases - Property, Plant and Equipment: Proceeds before Intended Use

> IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time adopter
> IFRS 9 Financial Instruments — Fees in the *10 per cent’ test for derecognition of financial liabilities

4, New standards and interpretations issued but not yet effective

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance of the
financial statements are disclosed below. The Company intends to adopt these new and amended standards and
interpretations, if applicable, when they become effective. These amendments are not expected to have a significant
impact on the Company’s financial statements.

> Amendments to IFRS 17 Insurance Contracts: Recognition and measurement, presentation and disclosure;
> Amendments to 1AS 1: Classification of Liabilities as Current or Non—current;

> Definition of Accounting Estimates — Amendments to IAS 8;

> Disclosure of Accounting Policies — Amendments to IAS 1 and IFRS Practice Statement 2.

5. Critical accounting estimates and assumptions

The preparation of the Company’s financial statements requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the accompanying
disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of assets or liabilities affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Company based its assumptions and estimates on parameters available when the financial
statements were prepared. Existing circumstances and assumptions about future developments, however, may change due
to market changes or circumstances arising beyond the control of the Company. Such changes are reflected in the
assumptions when they occur.

Provision for expected credit losses of trade receivables

The Company has two approaches to calculate ECLs for trade receivables and contract assets: individual assessment and
collective approach. Individual approach is only used for significant counteragents, related parties and state organizations.
For the collective approach the Company uses a provision matrix to calculate ECLs for trade receivables and contract
assets. The provision rates are based on days past due for groupings of various customer segments that have similar loss
patterns. The provision matrix is initially based on the Company’s historical observed default rates. The Company will
calibrate the matrix to adjust the historical credit loss experience with forward—looking information. At every reporting
date, the historical observed default rates are updated and changes in the forward—looking estimates are analyzed.

The Company’s historical credit loss experience and forecast of economic conditions may also not be representative of
customer’s actual default in the future. The information about the ECLs on the Company’s trade receivables and contract
assets is disclosed in Note 7.
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6. Inventories
1 January
31 December 31 December 2021
2022 2021 (unaudited)
Goods for resale (at lower of cost and net realizable value) 783 176 3,520
Goods in transit (at lower of cost and net realizable value) 3,890 3,145 -
Other (at cost) 2 2 3
Total inventories 4,675 3,323 3,523

At 31 December 2022 the Company’s inventories, amounting to GEL 4,675 (31 December 2021: GEL 3,323; 1 January
2021: GEL 3,523) have been pledged to third parties as collateral for borrowings and performance guarantees from banks
(Note 17).

7. Trade and other receivables
1 January
31 December 31 December 2021
2022 2021 (unaudited)
Trade receivables 5,078 3,357 5,914
Less provision for expected credit losses (40) - -
Total trade receivables 5,038 3,357 5,914

Analysis by credit quality of financial assets within trade receivables for the Company as at 31 December 2022 is as
follows:

30-90 90-180 180-360

Current <30 days days days days >360 days Total
Estimated total gross
carrying amount at default - 2,875 1,224 711 204 64 5,078
Expected credit loss - - 11 - - 29 40
Expected loss rate 0% 0% 0,90% 0% 0% 45,31% 0,79%

As at 31 December 2021 and 1 January 2021 no expected credit losses were recognized.

Movements in the provision for expected credit losses are as follows:

2021
2022 (unaudited)
Provision for expected credit losses at 1 January - -
Charge for the year 40 -
Provision for expected credit losses at 31 December 40 —
8. Cash and cash equivalents
1 January
31 December 31 December 2021
2022 2021 (unaudited)
Current accounts with banks 442 311 903
Total cash and cash equivalents 442 311 903

Major cash and cash equivalents are held by the Company with Georgian commercial bank, having Fitch rating of BB-.
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9. Borrowings
31 December 1 January
31 December 2021 2021
2022 (unaudited)
Loans received — principal 1,154 5,822 6,655
Loans received — interest accrued 26 41 50
Total borrowings 1,180 5,863 6,705
The table below summarizes outstanding loans received as at 31 December 2022:
Agreement/
Original currency amendment date Maturity date Lender Balance
EUR 2022 2023 Legal Entity 1,155
EUR 2022 2023 Georgian commercial bank 25
1,180
The table below summarizes outstanding loans received as at 31 December 2021
Agreement/
Original currency amendment date Maturity date Lender Balance
EUR 2020 2022 Georgian commercial bank 5,863
5,863
The table below summarizes outstanding loans received as at 1 January 2021:
Agreement/
Original currency  amendment date Maturity date Lender Balance
EUR 2020 2022 Georgian commercial bank 6,705
6,705

Interest rate for loans denominated in foreign currency during the fiscal year 2022 was 8.35%, compared to the rate

observed in fiscal year 2021, which was 7%.
During fiscal years 2022 and 2021, the Company had no loans in local currency.

Movements in borrowings were as follows:

2021
2022 (unaudited)
At 1 January 5,863 6,705
Receipts from borrowings 6,116 3,320
Interest expense (Note 15) 878 708
Interest payments (888) (715)
Principal repayments (9,583) (3,299)
Foreign exchange gain, net (1,206) (856)
At 31 December 1,180 5,863
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10.  Trade and other payables

31 December

31 December

1 January
2021

2022 2021 (unaudited)
Trade payables 7,926 5,558 3,444
Dividends payable (Note 16) 2,700 - -
Accrued employee benefit costs 199 166 97
Other - 3
Total trade and other payables 10,825 5,727 3,544
11.  Loans issued
1 January
31 December 31 December 2021

2022 2021 (unaudited)
Loan issued to the Parent 975 — 917
Loans issued to other related parties 5,866 8,041 -
Provision for expected credit losses (349) - -
Total loans issued 6,492 8,041 917
2021
2022 (unaudited)
At 1 January 8,041 917
Issued loans 4,072 12,806
Repayment of loans issued (4,487) (5,504)
Interest received (554) (127)
Interest income (Note 15) 851 323
Provision for expected credit losses (349) -
Foreign exchange loss, net (1,082) (374)
At 31 December 6,492 8,041
12.  Revenue from contracts with customers
2021
2022 (unaudited)

Revenue from sales of goods 32,027 24,151
Revenue from rendered services 111 197
Total revenues 32,138 24,348

Goods were transferred at a point in time, while rendered service was transferred over time during 2022.

The Company has recognized the following revenue-related trade receivables and contract liabilities:

31 December

2022

31 December

2021

Trade receivables
Contract liabilities — current portion

5,038
1,468

3,357
730

Accounts receivable are recognized when the right to consideration becomes unconditional. Contract liabilities are
received consideration from the customers and represent the Company’s obligation to transfer goods to these customers.
Contract liabilities of the Company in the amount of GEL 1,468 is expected to be recognised as revenue in 2023 related
to performance obligations that are unsatisfied at the reporting date. In 2022, the Company recognized as revenue
GEL 730 that was included under contract liabilities at the beginning of the reporting period.
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13. Cost of sales

2021
2022 (unaudited)
Cost of goods sold (27,594) (20,517)
Cost of services rendered:
Purchased services (22) (24)
Other costs (68) (75)
Total cost of sales (27,684) (20,616)
14.  General and administrative expenses
2021
2022 (unaudited)
Staff costs (659) (642)
Professional services (99) (25)
Business trip expense (39) (45)
Rent expense (23) (24)
Depreciation expense of right-of-use assets (129) 9)
Depreciation and amortisation (11) (16)
Taxes, other than on income @) (222)
Repair and maintenance (6) )]
Other expenses (46) (56)
Total general and administrative expenses (909) (1,046)
15.  Finance income and costs
2021
2022 (unaudited)
Gain from remeasurement of financial guarantee (Note 17) 17 -
Foreign exchange gain, net 683 260
Interest income 851 323
Total finance income 1,551 583
2021
2022 (unaudited)
Interest expenses on borrowings (Note 9) (878) (708)
Interest expense on lease liabilities 4 )
Other (30) (14)
Total finance costs (912) (724)

16.  Equity

Dividends declared

The Company declared dividends to its shareholders in the amount of GEL 2,953 in 2022 (2021: GEL 316 (unaudited))

and during 2022 paid GEL 253 (2021: GEL 316 (unaudited)).
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17.  Contingencies and commitments

Tax legislation

The taxation system in Georgia is relatively new and is characterized by frequent changes in legislation, official
pronouncements and court decisions, which are often unclear, contradictory and subject to varying interpretation by
different tax authorities. Taxes are subject to review and investigation by a number of government bodies, which have the

authority to impose severe fines, penalties and interest charges.

Management believes that it has provided adequately for tax liabilities based on its interpretations of applicable Georgian
tax legislation, official pronouncements and court decisions. However, the interpretations of the relevant authorities could
differ and the effect on the financial statements, if the authorities were successful in enforcing their own interpretations,

could be significant.

Assets pledged

The following assets were pledged as collateral towards the borrowings and performance guarantees from banks:

1 January
31 December 31 December 2021
2022 2021 (unaudited)
Inventories (Notes 6, 9) 4,675 3,323 3,523

Guarantees

As at 31 December 2022 the Company has entered into ‘blanket’ guarantee contract with the Georgian commercial bank.
Under Guarantee, the Company guarantees performance of its Parent and entities under common control related to their

loans towards the bank. The Company has not guaranteed any obligations of third parties.

The following guarantees were issued in thousands of US Dollars and presented in GEL as at 31 December 2022:

Maximum Net book value of financial

Issuer Beneficiary — related parties  Currency exposure guarantee contracts
The Company The Parent GEL 146
The Company Tegeta Truck and Bus LLC GEL 179
The Company Tegeta Premium Vehicles LLC GEL 82
The Company Toyota Center Tegeta LLC GEL 405,300 172
The Company Tegeta Tire Imports LLC GEL 298
The Company Tegeta Distribution LLC GEL 102
The Company Tegeta Car Rent LLC GEL 76

Total 405,300 1,055

The company had no financial guarantees as at 31 December 2021 and 1 January 2021.

The rollforward of the guarantees issued by the Company was as follows:

2022 2021
At 1 January - -
Financial guarantee contracts issued during the year 1,072 -
Gain from remeasurement (17) —
At 31 December 1,055 —
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17. Contingencies and commitments (continued)
Compliance with contractual covenants

The Company is subject to certain covenants related primarily to its bank loans (refer to Note 9). Non-compliance with
such covenants may result in negative consequences for the Company including growth in the cost of borrowings and
declaration of default. As at 31 December 2022, the Company was in compliance with all the contractual covenants,
except certain financial covenants under loan agreements with a Georgian commercial bank, from which the Company
received the waiver for the total amount of the loans as of 31 December 2022.

18.  Financial risk management

The Company’s principal financial liabilities comprise borrowings, trade and other payables and financial guarantee
contracts. The main purpose of these financial liabilities is to raise finances for the Company’s operations and investing
activities. The Company has trade receivables, cash and bank balances and loans issued that arrive directly from its
operations.

The Company is exposed to credit risk, market risk, foreign currency risk and liquidity risk.

Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Company is exposed to credit risk from its operating activities (primarily trade receivables)

and from its financing activities, including deposits with banks.

The Company’s maximum exposure to credit risk by class of assets is reflected in the carrying amounts of financial assets
in the statement of financial position.

1 January
31 December 31 December 2021
2022 2021 (unaudited)
Trade receivables (Note 7) 5,038 3,357 5914
Loans issued (Note 11) 6,492 8,041 917
Cash and cash equivalents (Note 8) 442 311 903
Total maximum exposure to credit risk 11,972 11,709 7,734

Trade receivables

Credit quality of a customer is assessed based on extensive analyses and individual credit limits are defined in accordance
with this assessment.

An impairment analysis is performed at each reporting date on an individual basis for large receivables and also on
collective bases for smaller receivables. Outstanding customer receivables and contract assets are regularly and follows
up on past due balances. Management therefore considers it appropriate to provide ageing and other information about
credit risk as disclosed in Note 7.

The Company does not usually hold collaterals or letters of credit.
The Company’s management reviews ageing analysis of outstanding trade receivables.

The Company has no significant concentrations of credit risk since the customers portfolio is diversified among a large
number of customers, both private individuals and companies. Although collection of receivables could be influenced
by economic factors, management believes that there is no significant risk of loss to beyond the provisions already
recorded in the financial statements. The information about the Company’s total credit risk exposures are disclosed in
Note 7.
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18. Financial risk management (continued)
Cash and cash equivalents

For funds held in credit institutions (cash and bank balances, bank deposits), the Company calculated ECLs based on the
12-month ECL. The 12-month ECL is the portion of lifetime ECLs that results from default events on a financial
instruments that are possible within 12 month after the reporting date. However, when there has been a significant increase
in credit risk since origination, the allowance will be based on the lifetime ECL. The Company assessed that the ECL for
funds held in credit institutions is negligible.

The Company manages the credit risk by depositing the majority of available cash with well-known banks in Georgia.
Management of the Company continually monitors the status of the banks where deposits are maintained, also status of
major customers and respective receivables are monitored on a daily basis.

Market risk

Market risks arise from open positions in foreign currencies, which are exposed to general and specific market
movements. Management sets limits on the value of risk that may be accepted, which is monitored on a daily basis.
However, the use of this approach does not prevent losses outside of these limits in the event of more significant market
movements. The Company had no variable rate instruments, thus no exposure to interest rate risks existed.

Sensitivities to market risks included below are based on a change in a factor while holding all other factors constant. In
practice this is unlikely to occur and changes in some of the factors may be correlated — for example, changes in interest
rate and changes in foreign currency rates.

Currency risk

The Company is exposed to currency risk to the extent that there is a mismatch between currencies in which sales,
purchases and borrowings are denominated and the respective functional currencies of the Company. The functional
currencies of the Company are primarily the Georgian Lari (GEL). The currencies in which these transactions primarily
are denominated are USD, EUR, Swedish Krona (SEK), Japanese Yen, of which transactions in USD, EUR and SEK are
most significant.

The table below summarizes the Company’s exposure to foreign currency exchange rate risk at the end of the reporting
period:

31 December 2022 31 December 2021 1 January 2021 (unaudited)
Monetary Monetary Monetary  Monetary Monetary Monetary
financial financial Net financial financial Net financial financial Net
assets liabilities  position assets liabilities  position assets liabilities position
US Dollars - (41) (41) 11 (53) (42) 1 4) (3)
Euros 7,626 (8,744) (1,189) 6,633 (11,071)  (4,438) 7,205 (9,976) (2,771)
SEK — (526) (526) - (351) (351) - (145) (145)

The following table presents sensitivities of profit and loss and equity to reasonably possible changes in exchange rates
applied at the end of the reporting period relative to the functional currency of the Company with all other variables held
constant:

2021
2022 (unaudited)
Impact on Impact on

profit or loss profit or loss
US Dollar strengthening by 10% 4 (4)
US Dollar weakening by 10% 4 4
Euro strengthening by 10% (119) (444)
Euro weakening by 10% 119 444
SEK strengthening by 10% (53) (35)
SEK weakening by 10% 53 35
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18. Financial risk management (continued)
Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities
that are settled by delivering cash or another financial asset. The Company’s approach to managing liquidity is to ensure,
as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and
stressed conditions, without incurring unacceptable losses or risking damage to the Company’s reputation.

The Company ensures that it has sufficient cash on demand to meet expected operational expenses for a period of three
months, including the servicing of financial obligations; this excludes the potential impact of extreme circumstances that
cannot reasonably be predicted, such as natural disasters.

The table below shows liabilities by their remaining contractual maturity. When the amount payable is not fixed, the
amount disclosed is determined by reference to the conditions existing at the end of the reporting period. Foreign currency
payments are translated using the spot exchange rate at the end of the reporting period.

The following are the remaining contractual maturities of financial liabilities at 31 December 2022. The amounts are
gross and undiscounted, and include estimated interest payments and exclude the impact of netting agreements.

Demand and
less than From 1 to From 3 to From1to Over Carrying
1 month 3 months 12 months 5 years 5 years Total amount
Borrowings 25 - 1,251 - - 1,276 1,180
Lease liabilities 2 3 16 10 - 31 29
Financial guarantee contracts 25 35 439 764 138 1,401 1,055
Trade and other payables 10,825 — — — — 10,825 10,825
Total future payments 10,877 38 1,706 774 138 13,533 13,089
The maturity analysis of financial liabilities at 31 December 2021 is as follows:
Demand and
less than From 1 to From 3 to From 1 to Over Carrying
1 month 3 months 12 months 5 years 5 years Total amount
Borrowings 19 - 5,860 - - 5,879 5,863
Lease liabilities 1 3 16 36 - 56 49
Trade and other payables 5,727 — — - — 5,727 5,727
Total future payments 5,747 3 5,876 36 - 11,662 11,639
The maturity analysis of financial liabilities at 1 January 2021 (unaudited) is as follows:
Demand and
less than From 1 to From 3 to From 1 to Over Carrying
1 month 3 months 12 months 5 years 5 years Total amount
Borrowings 62 6,730 - - - 6,792 6,705
Trade and other payables 3,544 - - - - 3,544 3,544
Total future payments 3,606 6,730 — — - 10,336 10,249

Capital management

The Company is not subject to externally imposed capital requirements. The Company has no formal policy for capital
management but management seeks to maintain a sufficient capital base for meeting the Company’s operational and
strategic needs.
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19.  Fair value of financial instruments
Fair value of financial assets and financial liabilities approximates carrying value.

For financial assets and financial liabilities that are liquid or having a short term maturity (less than twelve months), and for
the financial liabilities with floating interest rates, it is assumed that the carrying amounts approximate to their fair value.
The fair value of borrowings with fixed interest rates is estimated by discounting future cash flows using rates currently
available for loans on similar terms, credit risk and remaining maturities.

All of the financial assets and financial liabilities for which fair values are disclosed are measured at level 3 of fair value
hierarchy, except for cash and bank balances, which is measured at level 1.

20.  Balances and transactions with related parties

Parties are generally considered to be related if the parties are under common control or if one party has the ability to
control the other party or can exercise significant influence or joint control over the other party in making financial and
operational decisions. In considering each possible related party relationship, attention is directed to the substance of the
relationship, not merely the legal form.

At 31 December 2022, the outstanding balances with related parties were as follows:

Key Other related Total
The Parent management parties*
Trade receivables - - 4,628 4,628
Trade and other payables (12) - (11) (23)
Loans issued (Note 11) 975 - 5,866 6,841
Less provision for ECL (Note 11) - - (349) (349)
Borrowings - - (1,180) (1,180)
Lease liabilities (29) - - (29)
Dividends payable (Note 10) - - (2,700) (2,700)
Salary payables - (156) - (156)
Financial guarantee contracts (Note 17) (146) - (909) (1,055)

At 31 December 2021, the outstanding balances with related parties were as follows:

Key Other related
The Parent management parties* Total
Trade receivables - - 1,843 1,843
Trade and other payables (2) - (14) (16)
Loans issued (Note 11) - 1,209 6,832 8,041
Lease liabilities (49) - - (49)
Salary payable — (118) — (118)
At 1 January 2021 (unaudited), the outstanding balances with related parties were as follows:
Key Other related
The Parent management parties* Total
Trade receivables - - 3,914 3,914
Trade and other payables - - (153) (153)
Loans issued (Note 11) 917 - - 917
Salary payable — (61) — (61)
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20. Balances and transactions with related parties (continued)

The transaction amounts with related parties for the year ended 31 December 2022 were as follows:

Key Other related
The Parent management Parties* Total
Sale of goods - - 18,009 18,009
Revenue from services rendered - - 42 42
Purchases of goods for resale - - (566) (566)
Purchases of property and services 9) - (3) (12)
Rent expenses (20) 3) - (23)
Advertising expenses - - (2) 2)
Professional service expenses (56) - (19) (75)
Business trip expense - (2) - (2)
Salaries and bonuses - 377) - (377)
Interest income (Note 15) 40 85 726 851
Interest expense (102) - (12) (114)
Dividends paid (Note 16) - - (253) (253)
Other (6) - 9 3
Gain from remeasurement of financial guarantee (Note 17) 17 — — 17
The transaction amounts with related parties for the year ended 31 December 2021 (unaudited) were as follows:
Key Other related
The Parent management Parties* Total

Sale of goods - - 15,478 15,478
Revenue from services rendered - - 51 51
Purchases of goods for resale 2 - (1,342) (1,344)
Rent expenses (10) (2) - (12)
Professional service expenses (11) - (6) 17)
Business trip expense - (3) - 3)
Salaries and bonuses 1) (298) (6) (305)
Interest income (Note 15) 124 109 90 323
Dividends paid (Note 16) - - (316) (316)
Other (4) — (1) (5)

*Qther related parties mainly represent entities and/or individuals related to the owner of the Company including sister

companies.

21.  Non-cash transactions

In 2022 the Company had non-cash recognition of finance guarantee of GEL 1,072 (2021: GEL 0).
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